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October  25,  1972 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 


Transmitted  herewith  is  the  report  on  the  audit  of  the  Public  Employees' 
Retirement  Division  of  the  State  Department  of  Administration  for  the 
fiscal  year  ended  June  30,  1972. 

The  audit  was  conducted  by  the  public  accounting  firm  of  Anderson,  ZurMuehlen 
and  Company,  C.P.A. 's,  of  Helena,  under  a  joint  contract  between  the  firm, 
the  department,  and  our  office.   Pursuant  to  the  contract  provisions,  the 
report  has  been  directed  to  the  Office  of  the  Legislative  Auditor  as  the 
firm's  client. 

The  comments  and  recommendations  contained  in  this  report  have  been  dis- 
cussed with  the  director  of  the  Department  of  Administration  and  admini- 
strator of  the  Public  Employees'  Retirement  Division. 

We  wish  to  thank  these  officials  and  their  staff  for  their  cooperation 
and  assistance. 

Respectfully  submitted, 
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Morris  L.  Brusett 
Legislative  Auditor 
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October  24,  1972 


Office  of  the  Legislative  Auditor 
State  of  Montana 
Capitol  Building 
Helena,  Montana 

Gentlemen: 

We  have  examined  the  balance  sheet  of  the  Public  Employees'  Retirement 
Division  of  the  Department  of  Administration,  and  all  other  funds  and  systems 
administered  by  them  (The  Social  Security  Bureau,  Montana  Game  Wardens'  Retire- 
ment System,  Highway  Patrolmens'  Retirement  System  and  the  Judges'  Retirement 
System),  as  of  June  30,  1972,  and  the  related  statements  of  revenue,  expend- 
itures and  changes  in  fund  balances,  as  set  forth  in  the  table  of  contents  of 
this  report,  for  the  fiscal  year  then  ended.   Our  examination  was  made  in  ac- 
cordance with  generally  accepted  auditing  standards  and  included  such  tests 
of  the  accounting  records  and  other  auditing  procedures  as  we  considered  nec- 
essary in  the  circumstances. 

In  our  opinion,  the  accompanying  financial  statements  present  fairly  the 
financial  position  of  all  funds  and  accounts  for  which  the  Public  Employees' 
Retirement  Division  has  administrative  and  accounting  responsibility  as  of 
June  30,  1972,  and  the  results  of  their  operations  for  the  fiscal  year  then 
ended,  in  conformity  with  generally  accepted  governmental  accounting  principles. 

We  submit  the  financial  statements  listed  in  the  preceding  table  of  contents, 
together  with  our  comments  following. 


Respectfully  submitted. 


.^ 


MEMBERS  OF  AMERICAN    INSTITUTE  OF   CERTIFIED    PUBLIC    ACCOUNTANTS 
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PUBLIC  EMPLOYEES  RETIREMENT  DIVISION 
FINANCIAL  STATEMENTS  AND  THE  ACCOUNTING;  SYSTEM 


I.  Cash  Basis  of  Accounting 

The  general  ledger  for  the  Division  and  the  financial  statements  usually  prepared 
therefrom,  are  being  maintained  on  a  cash  basis.   This  method  does  not  accurately 
reflect  the  true  assets,  liabilities  and  revenues  of  the  Division  as  of  a  given  date, 
or  for  a  given  period,  since  at  any  given  time  there  are  substantial  account  receiv- 
ables total  $2,225,059  and  have  been  accrued  and  reflected  in  the  financial  state- 
ments presented. 

Recommendation 

We  recommend  that  these  substantial  receivables  be  accrued  on  the  general 

ledger,  particularly  at  each  year-end,  in  order  that  the  financial  statements 

might  more  accurately  reflect  the  Systems'  true  financial  position  as  of  each 

fiscal  year-end. 

II.  Expanded  Use  of  Computer  Facilities 

The  scope  of  our  examination  also  included  a  brief  general  review  of  the  account- 
ing system  in  conjunction  with  the  completion  of  our  examination.   In  our  prior  report 
of  examination  for  the  year  ended  June  30,  1970,  we  noted  several  areas  where  we 
felt  efforts  should  be  exerted  towards  converting  bookkeeping  functions  to  a  computer- 
ized system: 

1.  The  Bookkeeping  Functions  for  some  20,000  plus.  Active  Member  Account. 

2.  Accounting  for  Securities. 

3.  Processing  of  Benefit  Drafts 

Since  that  time,  we  note  that  significant  progress  has  been  made.   Benefit  drafts 
are  now  being  processed  through  the  centralized  computer  system.   The  State  Invest- 
ment Division  is  now  in  the  process  or  programming  a  computer  system  to  account  for 
all  state  securities,  which  should  be  implemented  in  the  near  future.   With  the 


implementation  and  refinement  of  their  system,  the  need  for  a  parallel  manual  book- 
keeping system  for  securities  at  the  agency  level  should  disappear. 

The  only  major  area  that  has  not  yet  been  shifted  to  computerized  processing  is 
the  bookkeeping  for  member  accounts. 

We  understand  that  some  preliminary  efforts  have  been  made  in  cooperation  with 
the  Teachers'  Retirement  Division,  towards  designing  a  proper  computerized  system 
to  handle  the  ever- increasing  volume  of  member  accounts  for  both  Divisions. 
Recommendation 

We  urge  increased  ef:fort  in  this  area  in  the  future  to  design  and  implement 
a  computerized  system  for  member  accounts.  We  also  reiterate  the  comments  in 
our  prior  report  dated  September  9,  1970,  wherein  we  recommended  an  integrated 
system  approach,  rather  than  a  piecemeal  approach,  with  a  central  data  bank 
containing  all  member  data  from  initial  membership  on  through  to  eventual  termina- 
tion or  retirement.   We  pointed  out  that  some  of  the  advantages  of  this  approach 
would  be:   automatic  interest  computation  and  warrant  preparation  for  refunds; 
computation  of  the  various  benefit  options  upon  retirement;  preparation  of  benefit 
warrants;  and  accumulation  of  all  necessary  actuarial  data.  Please  see  our  prior 
report  for  further  details  in  this  regard. 

III.   Bank  Reconciliation  Procedures 

In  examining  and  reconciling  the  Divisions'  bank  accounts,  in  particular  Account 
907600,  the  Agency  Account,  it  was  disclosed  that  the  procedures  followed  in  reconcil- 
ing to  the  Accounting  Bureau's  balance  at  each  month-end  were  improper  in  that  out- 
standing (uncleared)  warrants  were  not  being  properly  accounted  for. 

The  person  responsible  for  reconciling  was  using  a  "block"  method  of  determining 
the  total  outstanding  warrants  by  taking  the  prior  period  outstanding  total  and  adjust- 
ing it  for  checks  written,  checks  clearing  and  checks  cancelled.   At  no  time  was  any 


attempt  made  to  check  the  detail  of  actual  individual  warrants  outstanding  to  see 
that  it  agreed  with  the  total  used  in  reconciling. 

As  a  consequence,  the  method  used  in  reconciling  would  not  necessarily  disclose 
any  unrecorded  transactions  or  erroneous  entries  to  the  account. 

As  of  June  30,  1972,  the  Division's  reconciliation  indicated  total  outstanding 
warrants  of  $5,140.26,  while  a  detailed  review  of  actual  warrants  outstanding  disclos- 
ed a  total  of  only  $3,141.48.   This  would  indicate  a  difference  of  $1,998.78,  the 
Accounting  Bureau  balance  being  in  excess  of  the  Division  records.   It  would  there- 
fore appear  that  we  have  a  net  unreconciled  difference  in  the  amount  of  $1,998.78 
as  of  June  30,  1972,  representing  net  errors  in  recording  transactions  by  either  the 
Accounting  Bureau  or  the  agency  since  our  last  examination.   At  the  date  of  writing, 
the  exact  reason  for  this  difference  remains  unexplained  and  Division  personnel  are 
engaged  in  reviewing  their  records  to  determine  the  reason  for  this  discrepancy. 
As  will  be  noted  later  in  this  report,  our  examination  disclosed  instances  of  unrecord- 
ed benefit  warrants  due  to  system  and  personnel  change-overs.   Due  to  the  method  being 
used  in  reconciling  as  noted  above,  this  type  of  recording  error  was  not  discovered 
and  adjusted  at  the  time  of  reconciling. 

All  of  the  outstanding  warrants  are  quite  old,  dating  back  prior  to  October  31, 
1971,  when  the  Division  ceased  writing  its  own  warrants.   A  decision  has  already  been 
made  by  the  Department  of  Administration  to  cancel  and  reverse  all  of  these  old  out- 
standing warrants.   Therefore,  there  should  be  no  future  problems  with  regard  to  out- 
standing warrants  and  the  reconciliation  procedure. 

IV.   Mortgage  Servicing  Fees 

Fees  paid  to  banks  and  other  financial  institutions  for  collecting  and  servicing 
mortgages  administered  by  the  Division  amounted  to  $108,729.47  for  the  fiscal  year 
ended  June  30,  1972. 


We  note  that  in  a  report  from  the  Legislative  Auditor  dated  December  14,  1971 
regarding  accountability  of  state  investments,  he  makes  the  following  recommenda- 
tion; "that  the  Board  of  Investments  explore  the  feasibility  of  servicing  state- 
owned  mortgage  investments".   He  notes  in  his  report  that  the  state  paid  in  excess 
of  $236,000  for  this  service  during  the  fiscal  year  ended  June  30,  1971.   The  expend- 
iture for  mortgage  servicing  by  the  various  state  retirement  funds  is  therefore 
quite  substantial. 

Recommendation 

We  concur  with  the  Legislative  Auditor's  recommendation  and  suggest  that 

the  Board  of  Administration  assist  the  Investment  Division  in  instituting  a 

feasibility  study  in  this  area.   A  survey  of  practices  followed  by  other  states 

might  be  helpful. 

V.   Allocation  of  Administrative  Expenses 

In  our  review  of  operating  expenses  of  the  smaller  retirement  systems,  we  noticed 

that  there  is  presently  no  uniform  method  for  pro-ration  of  a  share  of  the  Division's 

administrative  expense;  each  system  is  handled  differently. 

The  Game  Wardens'  System  pays  an  administrative  fee  of  .003  of  covered  payrolls 

as  its  share  of  administrative  expense. 

The  Judges'  Retirement  System  has  a  flat  budgeted  amount  of  $1,500,  which  is 

transferred  to  the  Division  as  its  share  of  administrative  expense. 

The  Highway  Patrolmens'  System  pays  no  share  of  the  Division's  administrative 

expenses. 

Recommendation 

We  recommend  that  this  area  of  allocating  administrative  expenses  be  re- 
viewed thoroughly  by  the  Administrator  to  determine  the  best  possible  method 
for  uniform  expense  allocation  between  the  different  system.   Allocation  could 
be  made  as  with  the  Game  Wardens'  System  by  setting  a  fee  based  on  covered  pay- 


rolls,  or  an  allocation  could  be  made  based  on  total  assets  of  each  system. 
These  are  only  several  possible  methods. 

The  proper  administrative  or  legislative  action  should  then  be  followed 
to  put  all  systems  on  a  uniform  basis. 


CASH  CONTROLS  AND  PROCEDURES 

Receipts 

I.  Contributions  Received 

One  person  presently  handles  the  receipts,  prepares  deposits  and  prepares  the 
original  source  documents  for  entry  to  the  general  records.  While  practically  all 
receipts  are  in  the  form  of  checks,  this  situation  still  leaves  the  door  open  to 
possible  manipulation  by  the  individual  handling  the  receipts. 

Recommenda  ti  on 

Functions  should  be  segregated  so  that  the  person  handling  the  recording 

functions  does  not  also  handle  the  actual  receipts  and  prepare  the  deposits. 

II.  Investment  Receipts 

Many  of  the  interest  payments  on  bonds  are  still  being  received  in  the  Division 
office  rather  than  through  the  State  Investment  Division.   This  is  also  true  of  all 
interest  and  principal  payments  on  real  estate  mortgages.   Usually,  the  same  person 
receiving  these  payments  also  prepares  the  deposit  and  is  responsible  for  general 
ledger  as  well  as  detail  investment  ledger  record  keeping.  Again,  while  all  these 
receipts  are  in  the  form  of  checks,  there  is  still  a  possibility  for  manipulation 
since  too  many  functions  are  concentrated  in  one  person. 
Recommendation 

Again,  functions  should  be  segregated  so  that  a  person  handling  the  money 
does  not  also  keep  the  records.   This  might  best  be  accomplished  by  working 
with  the  Investments  Division  to  ensure  the  transfer  of  the  receiving  function 
for  all  investment  transactions  to  their  offices  as  soon  as  practicable. 

III.  Interest  Collection  Follow-up 

We  are  not  certain  that  there  is  presently  a  regularly  established  procedure, 
either  by  the  Division,  or  by  the  Investment  Division  for  follow-up  to  ascertain 


that  all  investment  interest  is  being  timely  collected.   We  noted  several  instances 
where  interest  on  bonds  ($2,750  and  $5,875)  due  on  June  1,  1972,  has  not  yet  been 
collected.   This  was  discovered  as  a  result  of  our  audit  and  is  presently  being 
followed  by  the  Division  of  Investments. 

Recommendation 

That  the  Administrator  contact  the  Investment  Division  to  ensure  that  a 

program  for  a  regular  periodic  follow  up  procedure  for  security  interest  is 

being  built  into  the  new  system  for  security  accounting. 

IV.   Annual  Membership  Fees 

Under  Title  68-707,  provision  is  made  for  partial  defrayment  of  administrative 
expenses  of  the  Division,  as  follows: 

"In  addition  to  the  contributions  hereinbefore  provided  to  be  paid  by  employees 
who  are  members  of  the  retirement  system  created  by  this  act,  every  such  employee 
shall  pay  an  annual  membership  fee  of  one  dollar  ($1)  which  amount,  together  with 
other  monies  appropriated  for  that  purpose,  shall  be  used  for  the  support  of  the 
Board  of  Administration". 

In  the  year  ended  June  30,  1972,  the  sum  total  of  $25,048  was  collected  from 
members  under  this  provision.   It  is  our  feeling  that  possibly  the  time  and  expense 
involved  to  all  parties  concerned,  in  assessing,  collecting,  reporting,  remitting 
and  accounting  for  these  $1.00  membership  fees  may  well  exceed  the  amount  collected. 
Undoubtedly,  when  the  Division  originated  there  was  good  reason  for  collecting  this 
fee  in  order  to  initially  fund  expenses.   However,  with  investment  income  of  the 
Division  now  approaching  $5,000,000  annually,  it  hardly  seems  necessary  to  continue 
on  with  the  assessment  of  this  nominal  membership  fee. 

Recommendation 

We  recommen,d  that  the  Board  take  necessary  action  and  review  the  necessity 


for  continuation  of  the  annual  membership  fee. 

V.   Audit  of  Employer  Contribution  Reports 

At  the  present  time,  no  attempt  is  made  by  the  Division  to  audit  employer 
contribution  reports  to  determine  whether  all  covered  payrolls  are  being  properly 
reported.   In  effect,  all  employers  are  reporting  under  the  "honor"  system. 
Recommendation 

While  it  is  certainly  questionable  whether  the  cost-benefit  ratio  involv- 
ed would  justify  the  auditing  of  employer  payrolls,  the  matter  should  be  explored, 
Perhaps  a  review  of  practices  followed  by  other  state  retirement  systems  or  a 
pilot  program  would  provide  the  information  necessary  in  order  to  make  a  proper 
decision. 


CASH  CONTROLS  AND  PROCEDURES 

Disbursements 

I .  Dormant  Member  Accounts 

In  our  prior  audit  report  for  the  year  ended  June  30,  1970,  we  discussed  the 
problem  of  numerous  dormant  or  inactive  member  accounts.   We  recommended  the  segrega- 
tion of  these  accounts  from  active  accounts  and  the  institution  of  special  procedures 
before  any  refunds  are  made  from  these  dormant  accounts. 

During  the  course  of  our  current  examination,  we  noted  that  the  dormant  accounts 
had  in  fact  been  transferred  to  a  separate  control  as  of  June  30,  1972.   There  were 
4,009  accounts  totaling  $669,382.   These  accounts  have  been  physically  transferred 
to  a  separate  file  cabinet  in  the  office  of  the  supervisor. 

Recommendation 

We  reiterate  the  comments  in  our  previous  report,  in  that  the  dormant  accounts 

should  be  strictly  controlled  by  the  supervisor  and  kept  under  lock  and  key. 

Refunds  should  be  made  from  these  accounts  only  after  review  and  approval  by 

the  supervisor  to  be  certain  that  the  refund  application  is  in  fact  proper  and 

valid. 

II,  Unrecorded  Benefit  Warrants 

In  examining  benefits  paid  for  the  month  of  May,  1971,  it  was  disclosed  that 
two  warrants  for  industrial  disability  payments  totaling  $1,024.07,  were  never 
recorded  as  disbursements  on  the  general  ledger. 

Due  to  the  method  used  in  reconciling  the  agency  bank  account  discussed  earlier 
in  this  report,  this  recording  error  was  not  uncovered  until  our  examination.   If 
the  bank  account  was  being  properly  reconciled,  the  error  would  have  been  caught 
during  the  following  month. 

Thorough  review  and  discussion  of  the  problem  with  supervisors  indicated  that 
this  was  a  non-recurring  type  of  error  caused  by  a  change-over  in  personnel  and  a 
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change  in  the  system  of  writing  warrants. 

III.   Over  Payment  of  Prior  Benefits 

In  reviewing  minutes  of  the  Board  meeting  of  January  21,  1972  for  the  Highway 
Patrolmens'  System  we  notice  there  was  discussion  regarding  the  fact  that  benefits 
had  been  paid  to  retirees  in  the  past  which  exceeded  the  statutory  (under  31-213) 
limitation  of  one  half  of  average  final  salary.   In  addition,  other  members  were 
retiring  at  age  60  with  less  than  20  years  service,  without  actuarial  reduction 
as  provided  under  31-212. 

The  question  was  referred  to  the  Board  attorney  and  his  opinion  to  the  Board 
at  a  meeting  on  March  28,  1972  indicated  that  patrolmen  cannot  receive  more  than 
one  half  pay  for  25  years  service. 

Discussion  with  the  Administrator  indicates  that  these  excessive  benefits  are 
still  being  paid  at  this  time  and  no  adjustments  have  been  made  to  benefit  payments, 
Benefit  payments  are  therefore  still  being  paid  which  are  in  excess  of  benefits 
as  provided  in  the  law. 

Recommendation 

An  opinion  should  be  requested  from  the  Attorney  General  regarding  these 
illegal  benefit  payments;  as  to  whether  the  payments  should  be  continued  as  is, 
or  whether  current  benefit  payments  should  be  recomputed  and  reduced  to  the  proper 
amount;  also,  whether  it  is  necessary  or  proper  to  require  a  retroactive  adjustment 
to  the  proper  level  from  the  original  date  of  retirement. 
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INVESTMENTS 

I.   Amortization  of  Bond  Premiums  and  Discounts 

The  Division  has  consistently  used  the  "scientific"  method  in  prior  years  for 
amortizing  bond  premiums  and  discounts.  Our  review  of  the  calculations  involved 
disclosed  numerous  small  errors  in  the  computations,  which  are  somewhat  involved. 
We  made  no  attempt  to  check  each  and  every  calculation,  but  selected  only  a  small 
sample.  We  did  not  make  any  adjustments  for  these  minor  errors,  since  it  is  our 
understanding  that  a  change  is  to  be  made  to  the  "straight-line"  method  effective 
July  1,  1972. 

In  discussions  with  Investment  Division  personnel,  it  was  disclosed  that  they 
are  designing  a  program  for  bond  amortization  based  on  the  "straight-line"  method 
in  their  new  computerized  system  for  securities  accounting.   In  the  future,  all 
calculations  will  be  on  a  uniform  "straight-line"  basis  for  all  agencies  and  perform- 
ed by  computer.   While  the  "scientific"  method  is  deemed  somewhat  more  accurate, 
the  "straight-line"  method  has  the  practical  advantage  of  ease  in  calculation. 
Either  method  is  acceptable  from  an  accounting  viewpoint. 
Recommendation 

We  suggest  the  Administrator  contact  Investment  Division  personnel  respon- 
sible for  designing  the  amortization  program  and  work  with  them  in  determining 
the  calculations  which  will  be  necessary  to  adjust  the  Division  records  to 
"straight-line"  amortization  effective  July  1,  1972.   It  is  our  feeling  that 
previous  accumulated  amortization  should  be  adjusted  to  "straight-line"  as  of 
July  1,  rather  than  simply  changing  to  a  "straight-line"  calculation  method 
after  that  date,  due  to  the  numerous  errors  noted  in  prior  calculations.   It 
is  also  our  opinion  that  the  adjustment  to  "straight-line"  as  of  July  1  would 
result  in  a  fund  increase  rather  than  a  decrease,  due  to  the  effect  of  the 
different  methods. 
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II.  Purchased  Interest 

The  Division  has  consistently  followed  a  practice  in  the  past  of  charging  off 
purchased  interest  on  security  acquisitions  directly  against  interest  income,  as 
of  the  date  of  acquisition.   A  more  proper  method  would  be  to  accrue  purchased 
interest  as  a  receivable  as  of  the  purchase  date,  clearing  this  accrual  when  the 
first  interest  remittance  is  received. 

We  have  not  attempted  to  calculate  or  accrue  purchased  interest  as  of  June  30, 
1972,  since  it  is  our  opinion  that  the  amount  would  not  be  substantial  and  the 
Division  has  consistently  followed  the  practice  of  not  accruing  in  the  past. 

It  is  our  understanding  however,  that  a  change  has  been  made  to  the  accrual 
method  of  handling  purchased  interest  effective  July  1,  1972.   This  is  the  method 
deemed  most  appropriate  and  the  Investments'  Division  will  follow  this  practice  in 
the  design  of  their  system  of  accounting  for  state  securities. 

III.  Highway  Patrolmens'  System  -  Investment  Basis 

In  reviewing  investments  of  the  Highway  Patrolmens'  System  and  the  basis  at 
which  bonds  are  carried  on  the  records,  we  noted  five  bond  acquisitions  in  prior 
years  where  the  bonds  are  carried  at  par  value  rather  than  cost.   The  net  difference 
between  par  value  and  book  value  is  a  $2,963  discount  on  purchases.   This  net  dis- 
count has  been  reflected  as  income  in  the  years  of  acquisition  rather  than  being 
amortized  over  the  life  of  the  bonds,  which  is  the  proper  accounting  method  presently 
being  utilized  by  all  the  other  retirement  systems.   Acquisitions  during  the  current 
year,  however,  are  being  recorded  properly. 

After  review  of  the  acquisitions  and  calculation  of  proper  premium  amortization 
and  discount  accumulation,  however,  we  note  that  the  net  difference  between  present 
carrying  value  (par  value)  and  proper  amortized  book  cost  as  of  June  30,  1972,  amounts 
to  only  $24.   The  difference  was  therefore  not  adjusted. 
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GENERAL  FIXED  ASSETS 

Our  examination  disclosed  that  fixed  assets  were  not  subject  to  general  ledger 
control  and  that  detail  perpetual  inventory  records  were  not  being  maintained  on 
an  up  to  date  basis  as  of  June  30,  1972.   In  addition,  no  physical  inventory  of 
fixed  assets  has  been  conducted  for  several  years. 

Recommendation 

1.  That  a  physical  inventory  be  taken  of  all  furniture  and  equipment  as 
soon  as  practicable. 

2.  That  a  general  ledger  control  account  (or  at  least  a  memo  control  account) 
be  established  for  major  classifications  of  fixed  assets  with  offsetting 
reserve  accounts  as  of  July  1,  1972. 

3.  That  in  the  future,  additions  and  disposals  of  fixed  assets  be  record- 
ed in  the  asset  records  on  a  current  basis. 

4.  That  detail  perpetual  inventory  records  be  maintained  for  fixed  asset 
items  in  the  future. 

5.  That  written  authorizations  be  required  for  all  dispositions  of  fixed 
assets  in  the  future. 
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PUBLIC  EMPLOYEES  RETIREMENT  DIVISION 
SOCIAL  SECURITY  BUREAU 

COMMENTS  REGARDING  ACCOUNTING  SYSTEM 

I.  Admlnis trator ' s  Salary 

During  our  audit  of  operating  expenses  for  the  year  ended  June  30,  1972,  it 
was  noted  that  the  entire  salary  of  the  PERS  Division  Administrator  ($1,000  per 
month)  was  being  paid  by  the  Social  Security  Bureau. 

Discussion  with  the  supervisor  and  the  administrator  indicates  that  the  policy 
has  been  followed  for  a  number  of  years  to  pay  the  administrator's  salary  for  one 
year  from  PERS  Division  funds  and  the  next  year  from  Social  Security  funds,  alternat- 
ing every  year. 

It  is  extremely  doubtful  that  the  administrator  spends  507o  of  his  time  on  the 
affairs  of  the  Social  Security  Bureau.  This  method  distorts  the  true  administra- 
tive expenses  of  the  PERS  Division,  as  well  as  those  of  the  Social  Security  Bureau. 

Recommendation 

The  salary  of  the  administrator  should  be  paid  by  the  PERS  Division  and 

an  allocation  of  expense  should  be  made  against  the  Social  Security  Bureau 

based  on  the  amount  of  time  actually  expended  by  the  Administrator  on  affairs 

of  the  Social  Security  Bureau. 

II.  Legal  Fees 

For  the  year  ended  June  30,  1972,  legal  fees  for  the  Social  Security  Bureau 
amounted  to  $6,988.   A  review  of  the  monthly  charges  disclosed  that  the  Social 
Security  Bureau  is  paying  100%  of  the  legal  fees  and  retainers  incurred  by  the 
Public  Employees  Retirement  Division. 

Discussions  with  the  supeirvisor  and  the  administrator  indicates  that  this  policy 
has  been  followed  for  a  number  of  years. 

It  is  doubtful  that  the  attorney  is  in  fact  expending  100%  of  his  time  and 
effort  for  the  Social  Security  Bureau.   Consequently,  the  actual  expenses  of  the 
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Bureau  are  being  significantly  overstated,  while  the  expenses  of  the  PERS  Division 

are  being  understated  by  the  same  amount. 
RecoTTimenda  t  ion 

Legal  fees  should  be  paid  by  the  PERS  Division  with  an  allocation  to  the 
Social  Security  Bureau  based  on  the  amount  of  time  and  expense  actually  incur- 
red by  the  attorney  in  attending  to  the  affairs  of  the  Bureau. 

III.  Contributions  Payable  to  U.S.  Treasurer. 

In  our  audit  report  for  the  year  ended  June  30,  1970,  we  recommended  that  agency 

balances  as  listed  on  the  quarterly  IBM  report  be  reconciled  to  the  general  ledger 

balance. 

This  procedure  has  not  been  followed.   As  of  the  year  ended  June  30,  1972,  we  now 

find  that  the  general  ledger  balance  for  contributions  payable  is  over  the  quarterly 

detail  agency  balance  listing  by  $6,930.   As  of  the  date  of  writing,  the  exact  reason 

for  this  difference  has  not  been  ascertained.   It  is  our  feeling,  and  that  of  the 

supervisor,  that  this  difference  arises  due  to  errors  in  the  detail  agency  balances 

rather  than  the  general  ledger. 

The  supervisor  is  presently  in  the  process  of  reconciling  the  agency  balance  to 

the  general  ledger  for  each  quarter  during  the  two  year  period  in  an  effort  to  explain 

the  discrepancy.   We  have  not  adjusted  the  general  ledger  balance  as  of  June  30,  1972, 

since  the  reason  for  the  difference  is  as  yet  unexplained. 
Recommendation 

Again,  we  make  the  suggestion  that  the  agency  balances  be  reconciled 

quarterly  on  a  current  basis  and  that  any  discrepancies  noted  be  adjusted  on  a 

timely  basis  in  the  following  quarter. 
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CONCLUSION 

All  of  the  recommendations  in  this  report  have  been  discussed  with 
the  Administrator  of  the  Public  Employees'  Retirement  Division.   He  has 
informed  us  that  since  the  completion  of  our  exsimination,  several  of  our 
recommendations  have  already  been  implemented. 

We  wish  to  take  this  opportunity  to  thank  the  Administrator  and  his 
staff  for  their  cooperation  and  assistance. 

Respectfully  submitted, 


Or^M^^^  /V-'^'*''^^  ■*  ^ 
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PUBLIC  EMPLOYEES '  RETIREMENT  DIVISION 
ALL  FUNDS 
BALANCE  SHEET 
June  30,  1972 


EXHIBIT  A 


ASSETS 


Earmarked 
Revenue 
Fund 


Agency 

Fund 

(EXHIBIT  A-1) 


Total 

All 
Funds 


Cash  -  On  Hand 

In  Treasury 

Accrued  Investment  Interest 
Receivable 

Accrued  Contributions 
Receivable 

Investments  -  Note  1 

Deferred  Obligations  (Actuarial 
Reserve  Deficiency  as  of 
June  30,  1970  -  Note  2) 


$13,446 


17,660 
117,868 


1,224,520 

1,000,539 
80,220,485 

69,400,000 


17,660 
131,314 

1,224,520 

1,000,539 
80,220,485 

69,400,000 


$13,446 


$  151,981,072 


$  151,994,518 


LIABILITIES,  RESERVES  AND  FUND  BALANCES 


Accrued  Accounts  Payable  - 
Administrative  Expenses 

Fund  Balance  -  EXHIBIT  B 

Actuarial  Deficiency  (Unfunded 
Accrued  Liability  as  of 
June  30,  1970  -  Note  2) 


$11,948 
1,498 


$13,446 


$   82,581,072 


69,400,000 


$  151,981,072 


$      11,948 
82,582,570 


69,400,000 


$  151,994,518 


See  Notes  to  Financial  Statements. 
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PUBLIC  EMPLOYEES'  RETIREMENT  DIVISION 
AGENCY  FUND 

BALANCE  Sheet 

June  30,  1972 


ASSETS 


EXHIBIT  A-1 


Cash  -  On  Hand 

In  State  Treasury 

! 

Accrued  Investment  Interest  Receivable 


17,660 
117,868 


$     135,528 
1,224,520 


Accrued  Contributions  Receivable: 

Members 
Employers 

Investments  -  (Note  1): 
U.S.  Treasury  Securities 

State  Employment  Security  Commission  Bonds 
Corporate  Bonds 
Public  Utility  Bonds 

Total  Securities 
Guaranteed  Real  Estate  Mortgages 
Real  Estate  -  Office  Building 

Deferred  Obligations  (Actuarial  Reserve 
Deficiency  as  of  June  30,  1970  -  Note  2) 


$    549,959 
450,580 


$   1,778,532 

789,000 

8,073,079 

48,355,357 

$  58,995,968 

21,059,312 

165,205 


1,000,539 


80,220,485 


69,400,000 
$  151,981,072 


LIABILITIES,  RESERVES  AND  FUND  BALANCE 

Reserve  Fund  Balances :  EXHIBIT  B-2 

Annuity  Savings  Fund  -  Members  Contributions 

Annuity  Savings  Interest  Fund 

Pension  Accumulation  Fund  -  Employer  Contributions 

Annuity  Reserve  Fund  -  Retired  Members 

Deferred  Mortgage  Discount  Reserve 


Actuarial  Deficiency  (Unfunded  Accrued  Liability 
per  Actuary  as  of  June  30,  1970  -  Note  2) 


$  36,438,663 
14,449,619 
18,519,291 
13,092,853 


80,646 


$   82,581,072 


69,400,000 
$  151,981,072 


See  Notes  to  Financial  Statements. 
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PUBLIC  EMPLOYEES'  RETIREMENT  DIVISION 

ALL  funds" 
STATEMENT  OF  CHANGES  IN  FUND  BALANCES 
Fiscal  Year  Ended  June  30,  1972 


Fund  Balance  per  Books,  July  1,  1971 

Add  (Deduct)  Net  Adjustments, 
July  1,  1971  -  Note  3 

Adjusted  Fund  Balances,  July  1,  1971 

Additions : 

Revenue  -  EXHIBIT  C 
Transfer  from  Agency  Fund 

Fund  Balance  and  Additions 

Deductions : 

Expenditures  -  EXHIBIT  D 

Fund  Balances,  June  30,  1972 


EXHIBIT  B 


Earmarked 

Revenue 

Agency 

Fund 

Fund 

(EXHIBIT  B-1)    (EXHIBIT  B-2) 


$   32,629 
(7,251) 


$   25,378 


127,004 


$  152,382 
(150,884) 


$   1,498 


$  69,031,609 
3,102,601 


$  72,134,210 
17,943,968 


$  90,078,178 
(7,497,106) 


$  82,581,072 


See  Notes  to  Financial  Statements. 
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PUBLIC  EMPLOYEES '  RETIREMENT  DIVISION 

EARMARKED  REVENUE  FUND 

STATEMENT  OF  CHANGES  IN  FUND  BALANCE 

Fiscal  Year  Ended  June  30,  1972 


EXHIBIT  B-1 


Fund  Balance  per  Books  July  1,  1971 

Deduct  Adjustment  for  Accrued  Accounts 
Payable  (Note  3) 

Adjusted  Fund  Balance,  July  1,  1971 

Add  -  Transfers  from  Agency  Fund 

Fund  Balance  and  Additions 

Deduct  Expenditures  -  Administrative 
Expenses  -  EXHIBIT  D-1 

Fund  Balance,  June  30,  1972 


$   32,629 

(7,251) 
25,378 


127,004 


$  152,382 

(150,884) 
$   1,498 


See  Notes  to  Financial  Statements, 


21 


PUBLIC  EMPLOYEES '  RETIREMENT  DIVISION 

AGENCY  FUND 

STATEMENT  OF  CHANGES  IN  FUND  BAIANCES 

Fiscal  Year  Ended  June  30,  1972 


EXHIBIT  B-2 


Annuity 
Savings 
Fund 


Annuity 
Savings 
Interest 
Fund 


Pension 

Accum. 

Fund 


Annuity 

Reserve 

Fund 


Mortgage 
Discount 
Reserve 


Total 


|und  Balance  per 
Books,  July  1, 
1971 

|dd  (Deduct) 
Adjustments  as 
of  July  1,  1971 
(Note  3)  : 
Interest  - 
Receivable 

Contributions  - 
Receivable 

In-Transit  - 
Contributions 

Segregate  Ear- 
marked Revenue 
Fund 
[djusted  Fund 

Balance,  July  1, 

1971 

Idditions  - 
Revenue  - 
EXHIBIT  C 

[otal,  Balance 
and  Additions 

leduct  - 
Expenditures  - 
EXHIBIT  D-2 


inter-Fund 
Transfer  -  Net 

lund  Balance, 
June  30,  1972 


$31,873,969   $11,518,205  $14,536,874  $11,021,196    $81,365   $69,031,609 


497,751 


745,851 


627,226      209,075      159,295 
391,952 
504,080 

(32,629) 


995,596 

889,703 

1,249,931 

(32,629) 


$33,117,571   $12,145,431  $15,609,352  $11,180,491    $81,365   $72,134,210 


7,291,932     3,073,626    6,766.102 799,867     12,441    17,943.968 

$40,409,503   $15,219,057   $22,375,454  $11,980,358    $93,806   $90,078,178 


(2,354,475) 


(3,855,134)   (1,274,337)    (13.160)    (7,497,106) 


$38,055,028   $15,219,057   $18,520,320  $10,706,021    $80,646   $82,581,072 


(1,616,365)      (769,438) (1,029)    2,386,832 ^^ 


$36.438,663        $14,449,619     $18.519,291     $13,092,853  $80,646        $82,581,072 


lee   Notes    to   Financial   Statements 
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PUBLIC  EMPLOYEES '  RETIREMENT  DIVISION 
AGENCY  FUND 
STATEMENT  OF  REVENUE 
Fiscal  Year  Ended  June  30,  1^,^72 


EXHIBIT  C 


Annuity 

Savings 

Fund 


Annuity 
Savings 
Interest 
Fund 


Pension 

Accum. 

Fund 


Annuity 
Reserve 
Fund 


Mortgage 
Discount 
Reserve 


Total 


Members ' 

Contributions 

Employer 

Contributions 

Investment 
Income 

Administrative 
Fees  : 

P.E.R.S. 
Game  Wardens ' 
Judges 

Membership 
Fees 

Net  Gain  on 

Securities  Sold 

Discounts  on 
Real  Estate 
Mortgages 
Purchased 

Total 
Revenue 


$7,291,932 


$5,303,569 
$3,073,626    1,052,106   $799,867 


366,537 
2,071 
1,500 


24,961 
15,358 


$12,441 


$7,291,932 
5,303,569 
4,925,599 


366,537 
2,071 
1,500 


24,961 
15,358 

12,441 


$7,291,932  $3,073,626  $6,766,102   $799,867 $12,441     $17,943,968 


See  Notes  to  Financial  Statements, 
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public  employees '  retirement  division 
all  funds 
stat1':ment  of  expenditures 

Fiscal  Year  Ended  June  30.  1972 


EXlllBl'l'  D 


Earmarked 
Revenue 
Fund 
(EXHIBIT  D-1) 


Agency 
Fund 
(EXHIBIT  D-2) 


Total 


Personal  Services  $   93,749 

Operations  55,384 

Capital  Equipment  1,751 

Retirement  Benefits 

Member  Withdrawal  Refunds 

Transfer  to  Earmarked  Revenue 

Fund  for  Administrative  Expenses 

Amortization  of  Deferred 

Mortgage  Discount  


Total  Expenditures 


$  150,884 


$  5,002,467 
2,354,475 

127,004 


13,160 


$  7,497,106 


$    93,749 

55,384 

1,751 

5,002,467 

2,354,475 

127,004 


13,160 


$  7,647,990 


See  Notes  to  Financial  Statements. 
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PUBLIC  EMPLOYEES'  RETIREMENT  DIVISION 
EARMARKED  REVENUE  FtJNP 
STATEMENT  OF  EXPENDITURES 


Fiscal  Year  Ended  June 


30,  1972 


EXHIBIT  D-1 


Personal  Services : 
Salaries  and  Wages 
Board  -  Per  Diem 
Employee  Benefits 

Operations : 

Contracted  Services 

Supplies  and  Printing 

Communica  tions 

Travel 

Rent 

Utilities 

Repairs  and  Maintenance 

Other  Expenses 

Capital  Equipment 

Total  Expenditures 


$  84,396 
190 
9,163 


$ 

29 

,090 

4 

,241 

6 

,013 

2 

,690 

6 

,942 

1 

,174 

2 

,340 

2 

,894 

$   93,749 


55,384 
1,751 


$   150,884 


See  Notes    to  Financial   Statements. 
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PUBLIC  EMPLOYEES'  RETIREMENT  DIVISION 

AGENCY  FUND 

STATEMENT  OF  EXPENDITURES 

Fiscal  Year  Ended  June  30,  1972 


EXHIBIT  D-2 


Annuity   Pension 


Annuity 


Savings  Accumulation   Reserve 
Fund      Fund         Fund 


Mortgage 
Discount 
Reserve 


Total 


Retirement  Benefits 

Member  Withdrawal 
Refunds 

Transfers  to  Ear- 
marked Revenue 
Fund  for  Adminis- 
trative Expenses 

Amortization  of 

Deferred  Discount  - 
Transfer  to  Agency 
Fund ,  Inves  tment 
Income 


$3,728,130   $1,274,337 


$2,354,475 


127,004 


$5,002,467 
2,354,475 

127,004 


$13,160 


13,160 


Total  Expenditures  $2,354,475  $3,855,134   $1,274,337   $13,160 


$7,497,106 


See  Notes    to  Financial  Statements. 
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PUBLIC  EMPLOYEES'  RETIREMENT  DIVISION 
NOTES  TO  FINANCIAL  STATEMENTS 
June  30,  1972 


NOTE  1.  -  Investments: 

Investments  of  the  Agency  Fund  are  stated  at  amortized  book  cost  in 
the  case  of  securities.   Real  estate  mortgages  are  stated  at  full  principal 
or  face  value.   The  real  estate  investment  is  stated  at  original  cost  less 
accumulated  depreciation  to  date  of  $13,604. 

NOTE  2.  -  Deferred  Obligations  -  Actuarial  Deficiency: 

The  amount  of  $69,400,000  stated  as  a  deferred  obligation  and  also  as 
an  actuarial  deficiency  on  the  balance  sheet  as  of  June  30,  1972,  represents 
the  "unfunded  liability"  as  determined  by  the  Division's  actuary  as  of  June  30, 
1970.   At  this  writing  a  full  actuarial  study  has  not  yet  been  completed  for 
the  year  ended  June  30,  1972.   The  study  completed  as  of  June  30,  1970  is  the 
latest  actuarial  report  available  at  this  time,  since  studies  are  only  per- 
formed every  two  years . 

NOTE  3.  -  Adjustment  to  Fund  Balances,  July  1,  1971: 

Since  the  financial  statements  are  presented  on  a  full  accrual  basis 
while  the  general  ledger  is  maintained  on  a  cash  basis,  various  accrual  adjustments 
of  receivables  and  payables  are  necessary  to  properly  reflect  the  beginning  fund 
balances  as  of  July  1,  1971. 
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MONTANA  GAME  WARDENS'  RETIREMENT  SYSTEM 

AGENCY  FUND 

BALANCE  SHEET 

June  30,  1972 


ASSETS 


EXHIBIT  E 


Cash  in  State  Treasury 

Accrued  Investment  Interest  Receivable 

Accrued  Contributions  Receivable  : 

Members 
Employers 

Investments  -  Note  1: 
U,S.  Treasury  Bonds 
Public  Utility  Bonds 
Industrial  Bonds 
F.N.M.A.  Certificates 
F.H.A.  Notes 

Guaranteed  Real  Estate  Mortgages 

Deferred  Obligations  (Actuarial  Reserve 
Deficiency  as  of  June  30,  1970  -  Note  2) 


$    14,922 
16,013 


$   5,244 

5,200 

10,444 

40,125 

640,136 

59,600 

25,000 

34,022 

798,883 

184,392 

983,275 

1 

,020,624 

^2 

,045,278 

LIABILITIES,  RESERVES  AND  FUND  BALANCES 

Reserve  Fund  Balances  -  EXHIBIT  F 

Annuity  Savings  Fund  -  Members'  Contributions 

Annuity  Savings  -  Interest  Fund 

Pension  Accumulation  Fund  -  Employer  Contributions 

Annuity  Reserve  Fund  -  Retired  Members 

Deferred  Mortgage  Discount  Reserve 


Actuarial  Deficiency  (Unfunded  Accrued  Liability  per 
Actuary  as  of  June  30,  1970  -  Note  2) 


$  448,679 

173,800 

313,347 

87,839 

989 

1,024,654 


1,020,624 
$2,045,278 


See  Notes  to  Financial  Statements. 
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MONTANA  GAME  WARDENS'  RETIREMENT  SYSTEM 


STATEMENT 

OF 

AGENCY  FUND 
CHANGES  IN  FUND 

BALANCE 

Fiscal 

Year  Ended 

June 

30, 

1972 

EXHIBIT  F 


Annuity 
Savings 
Fund 
Fund  Balance  per  Books 

July  1,  1971  $420,279 

Add  Adjustments  Made  as 
of  July  1,  1971: 

Investment  Interest 

Accrued 
Contributions  Receiv- 


able Accrued 


4,462 


Adjusted  Fund  Balance 

July  1,  1971  424,741 

Additions  -  Revenue 

EXHIBIT  G  65.364 

Total  Balance  and 

Additions  490,105 

Deductions  -  Expendi- 
tures EXHIBIT  H         (   825) 

Sub  Total  489,280 

Inter-Fund  Transfers  - 

Net  (  40,601) 

Fund  Balance 

June  30,  1972         $448.679 


Annui  ty 
Savings 


Pension    Annuity   Mortgage 


Interest  Accumulation  Reserve   Discount 


Fund 


7,263 


(   11.048) 


Fund 


Fund 


Reserve 


3,513 
4.418 


768 


Total 


$140,805    $261,684    $36,613    $1,154    $  860,535 


11,544 
8,880 


148,068  269,615  37,381  1,154  880,959 

36,780  76.310  3.884  -0-  182.338 

184,848  345,925  41,265  1,154  1,063,297 

-0-  (  32,578)  (  5,075)   (  165)  (    38.643) 

184.848  313,347  36,190  989  1,024,654 


-0- 


51.649 


■0- 


•0- 


$173.800         $313.347  $87.839  $     989  $1.024.654 


See  Notes   to  Financial   Statements. 
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MONTANA  GAME  WARDENS'  RETIREMENT  SYSTEM 


AGENCY  FUND 
STATEMENT  OF  REVENUE 

' 

Fiscal  Year  Ended  June  30, 

1972 

EXHIBIT  G 


Annuity 


1 

Annuity 

Savings 

Fund 

Savings 

Interest 

Fund 

Pension 
Accumulation 
Fund 

Annui  ty 

Reserve 

Fund 

Total 

Member  Contributions 

$65,364 

$  65,364 

Employer  Contributions 

$58,523 

58,523 

Investment  Income 

$36,780 
$36,780 

17,787 
$76,310 

$3,884 
$3,884 

58,451 

Total 

$65,364 

$182,338 

See  Notes  to  Financial  Statements, 
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MONTANA  GAME  WARDENS'  RETIREMENT  SYSTEM 
AGENCY  FUND 
STATEMENT  OF  EXPENDITURES   " 
Fiscal  Year  Ended  June  30,  1972 


EXHIBIT  H 


Annuity   Pension     Annuity  Mortgage 

Savings  Accumulation  Reserve  Discount 

Fund      Fund        Fund     Reserve 


Retirement  Benefits 
Member  Withdrawal  Refunds 
Amortization  of  Mortgage  Discount 
Total 


$32,578 


$5,075 


$825 


$825 


$32.578     $5.075 


$165 
$165 


Total 

$37,653 

825 

165 

$38.643 


See  Notes  to  Financial  Statements. 
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MONTANA  GAME  WARDENS '  RETIREMENT  SYSTEM 

NOTES  TO  FINANCIAL  STATEMENTS, 

June  30,  1972 


NOTE  1.  -  Investments: 

Investments  of  the  Agency  Fund  are  stated  at  amortized  book  value  in  the 
case  of  securities.   Real  estate  mortgages  are  stated  at  full  principal  or  face 
value. 


NOTE  2.  -  Deferred  Obligations  -  Actuarial  Deficiency: 

The  amount  of  $1,020,624  stated  as  a  deferred  obligation  and  also  as  an 
actuarial  deficiency  on  the  balance  sheet  as  of  June  30,  1972,  represents  the 
"unfunded  liability"  as  determined  by  the  System's  actuary  as  of  June  30,  1970. 
At  this  writing  a  full  actuarial  study  has  not  yet  been  completed  for  the  year 
ended  June  30,  1972.   The  study  completed  as  of  June  30,  1970  is  the  latest 
actuarial  report  available  at  this  time,  since  studies  are  only  performed  every 
two  years. 


NOTE  3.  -  Adjustments  to  Fund  Balances,  July  1,  1971: 

Since  the  financial  statements  are  presented  on  a  full  accrual  basis 
while  the  general  ledger  is  maintained  on  a  cash  basis,  various  accrual  adjust- 
ments of  receivables  are  necessary  to  properly  reflect  the  beginning  fund 
balances  as  of  July  1,  1971. 
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MONTANA  JUDGES'  RETIREMENT  SYSTEM 

AGENCY  FUND 

BALANCE  SHEET 

June  30,  1972 


EXHIBIT  I 


ASSETS 

Cash  in  State  Treasury 

Accrued  Investment  Interest  Receivable 

Accrued  Contributions  Receivable: 

Members 
Employers 

Investments  -  Note  1: 
Public  Utility  Bonds 
Corporate  Bonds 
F.H.A.  Notes 

Total  Securities 
Real  Estate  Mortgages 

Deferred  Obligations  (Actuarial  Reserve 
Deficiency  as  of  June  30,  1970  -  Note  2) 


2,959 
2,781 


$  453,252 
64,750 
24,914 

$  542,916 
226,164 


$  47,422 
14,360 

5,740 


769,080 

919,147 
$1.755.749 


LIABILITIES,  RESERVES  AND  FUND  BALANCE 

Fund  Balances  -  EXHIBIT  J: 

Annuity  Savings  Fund  -  Members'  Contributions 

Annuity  Savings  -  Interest  Fund 

Pension  Accumulation  Fund  -  Employer  Contributions 

Annuity  Reserve  Fund  -  Retired  Members 

Deferred  Mortgage  Discount  Reserves 


$   241,708 

75,977 

423,878 

93,330 

1,709 

$   836,602 


Actuarial  Deficiency  (Unfunded  Liability 
per  Actuary  as  of  June  30,  1970  -  Note  2) 


919,147 
$1,755,749 


See  Notes  to  Financial  Statements. 
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MONTANA    JUDGES'    RETIREMENT   SYSTEM 


STATEMENT 

OF 

AGENCY 
CHANGES 

FUND 
IN  FUND 

BALANCES 

Fiscal 

Year  Ended 

June 

30, 

1972 

EXHIBIT   J 


Annuity 

Annuity   Savings     Pension  Annuity  Deferred 

Savings   Interest  Accumulation  Reserve  Mortgage 

Fund      Fund        Fund  Fund  Discount 

Fund  Balance  per  Books, 

July  1,  1971         $205,772   $57,240     $333,436    $79,559    $1,994 

Add  -  Adjustments  Made 
as  of  July  1,  1971  - 
(Note  3)  :  Investment 

Interest  Accrual  4,557        5,970      1,364 

Contributions  Receivable 

Accrual  2,915 2,668 

Adjusted  Fund  Balance, 

July  1,  1971         $208,687  $61,797     $342,074    $80,923    $1,994 

Additions  -  Revenue, 

EXHIBIT  K  46,189   18,879 146,864 5,649 2°^ 

Total,  Balance  and 

Additions  $254,876  $80,676     $488,938    $86,572    $1,994 

Deductions  -  Expenditures 

EXHIBIT  L  (557)    -0- (65,060)    (10,552)      (285) 

Sub-Total  $254,319  $80,676     $423,878    $76,020    $1,709 

Inter-Fund  Trans fers - 

Net  (12,611)   (4,699) z^ 17,310 ^^ 

Fund  Balance, 

June  30,  1972         $241,708  $75,977     $423,878    $93,330    $1,709 


See  Notes  to  Financial  Statements. 
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MONTANA  JUDGES'  RETIREMENT  SYSTEM 
AGENCY  FUND 
STATEMENT  OF  REVENUES 
Fiscal  Year  Ended  June  30,  1972 


See  Notes  to  Financial  Statements. 


EXHIBIT  K 


Annuity 
Annuity   Savings     Pension   Annuity 

Savings   Interest  Accumulation  Reserve 
Fund      Fund        Fund       Fund         Total 


Members  Contributions   $46,189  $  46,189 

Employer  Contributions 

and  Court  Fees                          $122,123  122,123 

Investment  Income       $18,879 24,741     $5,649 49,269 

$46,189   $18,879    $146,864     $5,649 $217,581 
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MONTANA  JUDGES'  RETIREMENT  SYSTEM 
AGENCY  FUND 
STATEMENT  OF  EXPENDITURES 
Fiscal  Year  Ended  June  30,  1972 


EXHIBIT  L 


Annuity 
Savings 
Fund 


Pension 
Accumulation 
Fund 


Annuity 
Reserve 
Fund 


Mortgage 
Discount 
Reserve 


Total 


Retirement  Benefits 


$63,560 


$10,552 


$74,112 


Member  Withdrawal 
Refunds 


$   557 


557 


Administrative  Fee 
to  P.E.R.S. 


1,500 


1,500 


Amortization  of 
Mortgage  Discount 


$   285 


285 


$   557 


$65,060 


$10,552 


$   285 


See  Notes  to  Financial  Statements, 


$76,454 
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MONTANA  JUDGES'  RETIREMENT  SYSTEM 

NOTES  TO  FINANCIAL  STATEMENTS 

June  30,  1972 


NOTE  1.  -  Investments: 

Investments  of  the  Agency  Fund  are  stated  at  amortized  book  cost  in 
the  case  of  securities.  Real  estate  mortgages  are  stated  at  full  principal 
or  face  value. 


NOTE  2.  -  Deferred  Obligations  -  Actuarial  Deficiency: 

The  amount  of  $919,147  stated  as  a  deferred  obligation  and  also  as  an 
actuarial  deficiency  on  the  balance  sheet  as  of  June  30,  1972,  represents  the 
"unfunded  liability"  as  determined  by  the  System's  actuary  as  of  June  30,  1970. 
At  this  writing  a  full  actuarial  study  has  not  been  completed  for  the  year 
ended  June  30,  1972.   The  study  completed  as  of  June  30,  1970,  is  the  latest 
actuarial  report  available  at  this  time,  since  studies  are  only  performed  every 
two  years. 

NOTE  3.  -  Adjustments  to  Fund  Balances,  July  1,  1971: 

Since  the  financial  statements  are  presented  on  a  full  accrual  basis, 
while  the  general  ledger  is  maintained  on  a  cash  basis,  various  accrual  adjust- 
ments of  receivables  are  necessary  to  properly  reflect  the  beginning  fund  balances 
as  of  July  1,  1971. 
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HIGHWAY  PATROLMENS'  RETIREMENT  SYSTEM 

AGENCY  FUND 
BALANCE  SHEET 

June  30,  1972 


EXHIBIT  M 


ASSETS 

Cash  in  State  Treasury 

Accrued  Investment  Interest  Receivable 


$    70,646 
42,602 


Accrued  Contributions  Receivable  - 

Members 
Employer 

Investments  -  Note  1: 

U.S.  Treasury  Securities 

Public  Utility  Bonds 

Corporate  Bonds 

Railroad  Equipment  Trust  Certificates 

F.H.A.  Notes 

Deferred  Obligations  (Actuarial  Reserve 
Deficiency  as  of  June  30,  1968  -  Note  2) 


LIABILITIES,  RESERVES  AND  FUND  BALANCES 

Reserve  Fund  Balances  -  EXHIBIT  N: 

Annuity  Savings  Fund  -  Members'  Contributions 

Annuity  Savings  Interest  Fund 

Annuity  Reserve  Fund  -  Employer  Contributions 


Actuarial  Deficiency  (Unfunded  Liability 
per  Actuary,  June  30,  1968) 


$   7,254 
18,988 


$513,000 

936,929 

225,000 

200,000 

56,192 


26,242 


1,931,121 


4,496,903 


$6,567,514 


$   571,936 

14,549 

1,484,126 

$2,070,611 


4,496,903 


$6,567,514 


See  Notes  to  Financial  Statements. 
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HIGHWAY  PATROLMENS '  RETIREMENT  SYSTEM 

AGENCY  FUND 

STATEMENT  OF  CHANGES  IN  FUND  BALANCES 

Fiscal  Year  Ended  June  30,  1972 


EXHIBIT  N 


Annuity 
Savings 
Fund 


Annuity 
Savings 
Interest 
Fund 


Annuity 
Reserve 
Fund 


Total 


Balance  per  Books, 
July  1,  1971 

Add  Adjustments  Made 
as  of  July  1,  1971  - 
Note  3: 


$557,345 


-0- 


$1,299,602 


$1,856,947 


Contributions  - 
Receivable 
Interest  - 
Receivable 

Adjusted  Fund  Balance, 
July  1,  1971 

Add  Revenue  - 
EXHIBIT  0 

Total  Balance  and 
Additions 


5,937 

12,747 
34,507 

18,684 
34,507 

$563,282 
86,200 

$   -0- 
14,549 

$1,346,856 
239,732 

$1,910,138 
340,481 

$649,482 

$14,549 

$1,586,588 

$2,250,619 

Deduct  -  Expenditures: 
Retirement  Benefits  - 
Paid 

Sub-Total 

Inter-Fund  Transfers  - 
Net 

Fund  Balance,  June  30, 
1972 


-0- 


$649,482 
(77,546) 


$571,936 


See  Notes  to  Financial  Statements, 


$14,549 


$14,549 


(180,008) 


$1,406,580 


77.546 


$1,484,126 


(180,008) 


$2,070,611 


-0- 


$2.070,611 
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HIGHWAY 

PATROLMENS ' 

RETIREMENT 

SYSTEM 

AGENCY 
STATEMENT  OF 

FUND 
REVENUE 

Fiscal  Year  Ended 

June  30, 

1S72 

EXHIBIT  0 


Annuity 
Savings 
Fund 


Annuity 
Savings 
Interest 
Fund 


Annuity 
Reserve 
Fund 


Total 


Members '  Contributions 

Employer  Contribution 
Fees 

Investment  Income 


Deduct  -  Loss  on  Sale 
of  Securities  -  Note  4 

Total  Revenue 


$86,200 


$86,200 


$86,200 


$14,549 


$14,549 


$14,549 


$204,556 
100,162 


$304,718 


(64,986) 


$239,732 


$  86,200 

204,556 
114,711 


$405,467 


(64,986) 


$340,481 


See  Notes    to  Financial  Statements. 
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HIGHWAY  PATROLMENS '  RETIREMENT  SYSTEM 
NOTES  TO  FINANCIAL  STATEMENTS  . 
June  30,  1972 


NOTE  1 .  -  Investments: 

Investments  in  securities  by  the  Agency  Fund  are  stated  at  amortized 
book  cost. 

NOTE  2.  -  Deferred  Obligations  -  Actuarial  Deficiency: 

The  amount  of  $4,496,903  stated  as  a  deferred  obligation  and  also  as 
as  actuarial  deficiency  on  the  balance  sheet  as  of  June  30,  1972,  represents 
the  "unfunded  liability"  as  determined  by  the  Systems'  actuary  as  of  June  30, 
1968.   At  this  writing  a  full  actuarial  study  has  not  been  completed  for  the 
year  ended  June  30,  1972.   The  study  completed  as  of  June  30,  1968  is  the 
latest  actuarial  report  available. 

NOTE  3.  -  Adjustments  to  Fund  Balances,  July  1,  1971: 

Since  the  financial  statements  are  presented  on  a  full  accrual  basis 
while  the  general  ledger  is  maintained  on  a  cash  basis,  various  accrual  adjust- 
ments of  receivables  are  necessary  to  properly  reflect  the  beginning  fund 
balance  as  of  July  1,  1971. 

NOTE  4.  -  Losses  on  Securities  Sold: 

On  advise  of  investment  counsel,  various  U.S.  Bonds  and  public  utility 
bonds  were  traded  in  order  to  acquire  higher  yielding  bonds.   The  sales  of 
these  bonds  resulted  in  a  book  loss  of  $64,986  in  the  fiscal  year  ended  June 
30,  1972.   The  par  value  of  bonds  acquired  in  the  exchange  was  substantially 
identical  to  the  par  value  of  the  bonds  disposed  of.   The  loss  sustained  will 
be  recovered,  if  the  new  bonds  acquired  are  held  to  maturity.   In  addition, 
the  interest  yield  on  the  money  invested  has  been  significantly  increased » 
Holding  either  type  of  investment  to  maturity  would  produce  the  same  maturity 
value,  however,  the  interest  yield  on  the  funds  invested  has  been  substantially 
improved. 
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SOCIAL  SECURITY  BUREAU 
PUBLIC  EMPLOYEES'  RETIREMENT  DIVISION 
ALL  FUNDS 
BALANCE  SHEET 
June  30,  1972 


ASSETS 

Cash  on  Hand  and  in  Treasury 

Accrued  Investment  Interest  Receivable 

Accrued  Contributions  Receivable 

Investments  in  Securities  -  Note  1 


LIABILITIES,  RESERVES  AND  FUND  BALANCE 

Social  Security  Contributions  Payable  to 
U.S.  Treasurer 

Fund  Balance  -  EXHIBIT  Q 


See  Notes  to  Financial  Statements. 


$10,710 


$10,710 


$10,710 


$10,710 


EXHIBIT  P 


Earmarked 

Revenue 

Agency 

Fund 

Fund 

$  495,977 

31,779 

2,299,641 

4,973,267 


$7,800,664 


$7,658,226 


142,438 


$7,800,664 
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SOCIAL  SECURITY  BUREAU 
PUBLIC  EMPLOYEES '  RETIREMENT  DIVISION 
ALL  FUNDS 


STATEMENT  OF  CHANGES  IN  FUND  BALANCE 
Fiscal  Year  Ended  June  30,  1972 


EXHIBIT  Q 


Earmarked 

Revenue 

Fund 


Agency 
Fund 


Total 


Fund  Balance  per  Books j  July  1,  1971 

Add  -  Adjustments  as  of  July  1,  1971: 
Accrued  Interest  Receivable  -  Note  2 

Adjusted  Fund  Balance,  July  1,  1971 

Additions : 

Revenue  -  Investment  Interest 
Gain  on  Long  Term  Securities  Sold 

Fund  Balance  and  Additions 

Inter-Fund  Transfers: 

From  Agency  to  Earmarked  Fund 
From  Social  Security  Bureau  to 
Public  Employees'  Retirement 
Division,  Agency  Fund 

Sub-Total 

Deductions,  Expenditures  -  EXHIBIT  R 

Fund  Balance,  June  30,  1972 


$  4,852     $168,172    $173,024 


$77,345 
(66,635) 


$10,710 


22,644 


$142,438 
-0- 


22,644 


$  4,852     $190,816    $195,668 


190,277 

190,277 

6,862 

6,862 

$  4,852 

$387,955 

$392,807 

72,493 

(72,493) 

-0- 

(173,024)    (173,024) 


$219,783 
(66,635) 


$142,438    $153,148 


See  Notes  to  Financial  Statements. 
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SOCIAL  SECURITY  BUREAU 

PUBLIC  EMPLOYEES'  RETIREMENT  DIVISION 

EARMARKED  REVENUE  FUND 

STATEMENT  OF  EXPENDITURES 

Fiscal  Year  Ended  June  30,  1972 


EXHIBIT  R 


ADMINISTRATIVE  EXPENSE 

Personal  Services : 

Salaries  and  Wages  $30,593 

Employee  Benefits  3,157         $33,750 

Operations: 

Contracted  Services 

Supplies 

Coitimunica  tions 

Travel 

Rent 

Utilities 

Repairs  and  Maintenance 

Other  Expenses  89  32,541 

Capital  Equipment  344 

$66,635 


$23 

,789 

495 

1 

,620 

3 

,523 

2 

,250 

393 

382 

89 

See  Notes    to  Financial   Statements 
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SOCIAL  SECURITY  BUREAU 
PUBLIC  EMPLOYEES'  RETIREMENT  DIVISION 
NOTES  TO  FINANCIAL  STATEMENTS  " 
June  30,  1972 


NOTE  1.  -  Investments: 

Investments  in  securities  are  stated  at  original  cost  in  the  case  of 
short  term  securities  and  amortized  cost  in  the  case  of  long  term  securities. 

Following  are  further  particulars  with  regard  to  securities  investments 

Short  Term: 

Public  Utilities  -  Commercial  Paper     $2,381,892 
Bank  Certificates  of  Deposit  1,700,000 

Registered  Warrants  782 

$4,082,674 

Long  Term: 

Public  Utility  Bonds  $   496,953 

Federal  Land  Bank  Bonds 


Total  Investments  in  Securities 


NOTE  2.  -  Adjustment  to  Fund  Balance,  July  1,  1971: 

Since  the  financial  statements  are  presented  on  the  accrual  basis  while 
the  general  ledger  is  maintained  on  a  cash  basis,  an  accrual  adjustment  for 
interest  receivable  is  necessary  to  properly  reflect  the  beginning  fund  balance 
as  of  July  1,  1971. 


393 

640 

$ 

890 

,593 

?4 

,973 

,267 

45 


